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NELSON MANDELA BAY METROPOLITAN MUNICIPALITY - ANNUAL 
REPORT OF THE AUDIT COMMITTEE FOR THE FINANCIAL YEAR ENDED 
30 JUNE 2009 

INTRODUCTION 

The Audit Committee presents its report for the year ended 30 June 2009 in 
terms of its responsibilities and duties. 

AUDIT COMMITTEE MEMBERS AND ATTENDANCE 

The Audit Committee, which comprises three independent external members, as 
listed below has adopted appropriate formal terms of reference. 

The Audit Committee meets at least four times per annum as per its approved 
terms of reference, although additional special meetings may be called as the 
need arises. 

During the 2008/2009, year four meetings were held. 

Name of member Number of meetings 

attended 

4 
4 
4 

AUDIT COMMITTEE RESPONSIBILITIES 


SG Zamisa (Chairperson) 
Prof. D Rosenberg 
Ms R Shaw 


The Audit Committee operated in accordance with approved terms of reference 
and substantially fulfilled its responsibilities for the year, as set out in section 
166(2) of the MFMA. The Audit Committee continued to maintain a good working 
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relationship with the Office of the Auditor-General, the management of the Metro 
and the Internal Audit Unit. These relationships enabled the Audit Committee to 
fulfill its mandate fully, as required by the MFMA. 

REVIEW OF ANNUAL FINANCIAL STATEMENTS 

The Audit Committee has noted the unqualified opinion expressed by the 
Auditor-General in his report on the Annual Financial Statements. This is proof 
that the Municipality has the capability to prepare and present financial 
statements fairly and in accordance with the Statements of Generally 
Recognised Accounting Practice (GRAP). 

Without qualifying his opinion, the Auditor-General pointed out the matters set 
out below. 

EMPHASIS OF MATTER(S) 

Irregular expenditure to the amount of R1 544 350. 

This expenditure was incurred during the year, because the Supply Chain 
Management Policy had not been adhered to. Under no circumstances should 
the Supply Chain Management Policy be compromised. 

Consumer debtors and debts owed by national and provincial governments 
to the amount of R80 million as at 30 June 2009. 

This is unacceptable, as it deprives the Metro of much-needed revenue to 
implement service delivery and the objectives of the Integrated Development 
Plan. The Metro has to develop a strategy around dealing with debts by national 
and provincial government departments. 
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OTHER MATTERS 

Non-compliance with applicable legislation. 

Certain suppliers were not paid within 30 days of receiving the relevant invoice or 
statements, as required by Section 65(2) of the MFMA. 

The Audit Committee is concerned by the fact that this non-compliance was also 
identified in the financial statements of 2007/2008. The Metro management has 
to ensure that the appropriate controls are implemented to prevent this non- 
compliance from recurring. 

MATTERS OF GOVERNANCE 

In terms of the development of and compliance with risk management, effective 
internal control and governance principles, the Auditor-General found that the 
Internal Audit function did not substantially fulfill its responsibilities for the year, 
as set out in section 165(2) of the MFMA. This is a serious finding, and the Audit 
Committee repeatedly expressed concerns about the insufficient resourcing and 
the capacity of the Internal Audit function during the course of the financial year. 
This concern is also underlined by the fact that the Auditor-General found that 
the Internal Audit function managed to implement 40% of its Internal Audit Plan. 

FOLLOW-UP OF AUDIT FINDINGS 

The Audit Committee has also noted the failure by the Metro to substantially 
address prior year audit findings. 

The Management of the Metro should be held collectively and individually 
responsible to ensure that all audit findings are addressed effectively and fully 
within their directorates. 



548 


ISSUES RELATING TO THE REPORTING OF PERFORMANCE 
INFORMATION 

Although there is a Strategic Plan and a functioning Performance Management 
System within the Metro, the Auditor-General could not find information systems 
that were appropriate to facilitate the preparation of a performance report that is 
accurate and complete. Adequate control processes and procedures should be 
implemented as a matter of urgency to ensure accuracy and completeness of 
reported performance information. 

INVESTIGATIONS 

The Audit Committee is also disturbed by the number of investigations that have 
been undertaken but not finalised during the course of this financial year. These 
investigations allegedly range from fraudulent transactions, fruitless and wasteful 
expenditure and non-compliance with relevant legislation. The NMBM 
management and the accounting officer are expected to deal effectively with 
fraud and risk related matters and finalise all outstanding investigations. The 
Audit Committee will monitor future developments in this area closely. 

CONCLUSION 

The Audit Committee accepts the conclusions of the Auditor-General on the 
Annual Financial Statements for the year ended 30 June 2009 and recommends 
that the audited financial statements be adopted by the Council. 


SG Zamisa 
CHAIRMAN 



